Attachment 2

CalPERS Currency Hedge Gain/Loss

Cumulative gain/loss of CalPERS currency hedge
as percentage of international equity portfolio, Jan.1992 - Oct.2007
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Currency hedging converts exposure from foreign currencies to the
U.S. dollar
The CalPERS currency hedge generated:

— gains during 1995-2001, when the U.S.$ appreciated

— losses since 2001, when the U.S.$ depreciated

— a small cumulative loss versus no hedge

— a substantial gain versus 100% hedge

Foreign currency exposure has a zero expected long-term return
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